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Summary 

Long-term services and supports (LTSS) refer to a broad range of health and health-related 
services and supports needed by individuals who lack the capacity for self-care due to a physical, 
cognitive, or mental disability or condition. Often the individual’s disability or condition results 
in the need for hands-on assistance or supervision over an extended period of time. Medicaid 
plays a key role in covering LTSS to aged and disabled individuals. As the largest single payer of 
LTSS in the United States, federal and state Medicaid spending accounted for $133.5 billion or 
42.1% of all LTSS expenditures in 2011 ($317.1 billion). LTSS are also a substantial portion of 
spending within the Medicaid program relative to the population served, accounting for over one- 
third (35.6%) of all Medicaid spending. Of the 66 million total enrolled Medicaid population, an 
estimated 4.2 million (or 6.4%) Medicaid beneficiaries received LTSS in 2010. 

Medicaid funds LTSS for eligible beneficiaries in both institutional and home and community- 
based settings, though the portfolio of services offered differs substantially by state. Moreover, 
states are required to offer certain Medicaid institutional services to eligible beneficiaries, while 
the majority of Medicaid home and community-based services (HCBS) are optional for states. In 
recent decades, federal authority has expanded to assist states in increasing and diversifying their 
Medicaid LTSS coverage to include HCBS. As a result, the share of Medicaid LTSS spending for 
HCBS has more than doubled, accounting for 20.8% of Medicaid LTSS spending in 1995 to just 
over half (50.6%) of total Medicaid LTSS spending in 20 11. 

States now have a broad range of coverage options to select from when designing their LTSS 
programs. In general, Medicaid law provides states with two broad authorities, which either cover 
certain LTSS as a benefit under the Medicaid state plan or cover home and community-based 
LTSS through a waiver program which permits states to ignore certain Medicaid requirements in 
the provision of these services. Given the range of available coverage options, states continue to 
enhance or expand their LTSS delivery systems to cover additional services or target services to 
specific populations with a focus on HCBS. In FY2012 and FY2013, states reported expanding 
their state plan benefits to include HCBS through the Section 1915(i) HCBS state plan option, the 
Section 1915 (k) Community First Choice (CFC) option, and Programs for All-Inclusive Care of 
the Elderly (PACE). States also reported adopting new HCBS waiver programs or expanding 
existing waivers to include additional services. Finally, states reported efforts to implement 
demonstrations and other grant activities to enhance or expand their LTSS delivery systems under 
the Money Follows the Person (MFP) Rebalancing Demonstration and the Balancing Incentive 
Payments (BIP) Program, as well as efforts to implement or expand the financing and delivery of 
Medicaid LTSS through managed care arrangements. 

This report provides a description of the various statutory authorities that either require or 
otherwise allow states to cover LTSS under Medicaid. The Appendix provides a brief legislative 
history of Medicaid LTSS from Medicaid’s enactment and initial coverage requirements for 
institutional care through the evolution of HCBS options available to states. A discussion of 
changes to Medicaid made by the Patient Protection and Affordable Care Act (ACA, PL. 111- 
148, as amended) with respect to LTSS coverage options is also provided. 



Congressional Research Service 



Medicaid Coverage of Long-Term Services and Supports 



Contents 

Introduction 1 

Medicaid LTSS Coverage 2 

LTSS State Plan Coverage 3 

Mandatory State Plan Benefits 5 

Optional State Plan Benefits 6 

Medicaid Waivers 17 

Section 1915(c) Home and Community-Based Services Waivers 17 

Section 1915(d) HCBS Waivers for the Elderly 20 

Section 1915(e) HCBS Waivers for Certain Children 20 

Section 1115 Research and Demonstration Projects 21 

Other Medicaid HCBS Authorities and Financing Incentives 22 

Program for All-Inclusive Care of the Elderly (PACE) 22 

Money Follows the Person (MFP) Rebalancing Demonstration 23 

Balancing Incentive Payments Program 24 

Figures 

Figure 1. Selected Mandatory and Optional Medicaid State Plan Long-Term Services and 
Supports (LTSS) 4 

Tables 

Table 1. Medicaid LTSS Expenditures for Selected Mandatory and Optional State Plan 
Services, FY2011 10 

Table 2. Key Features of Selected Options for Covering HCBS Under Medicaid 15 

Table 3. Covered Medicaid Services Under Section 1915(c) Home and Community- 
Based Services (HCBS) Waiver Programs 18 

Appendixes 

Appendix. Legislative History of Medicaid Long-Term Services and Supports (LTSS) 26 

Contacts 

Author Contact Information 29 

Acknowledgments 29 



Congressional Research Service 



Medicaid Coverage of Long-Term Services and Supports 



Introduction 

Medicaid plays a key role in covering long-term services and supports (LTSS) to aged and 
disabled individuals. As the largest single payer of LTSS in the United States, Medicaid LTSS 
spending in 2011 (combined federal and state) totaled $133.5 billion and accounted for 42.1% of 
all LTSS expenditures ($317.1 billion). 1 LTSS are also a substantial portion of spending within 
the Medicaid program relative to those served. In 2011, Medicaid LTSS accounted for over one- 
third (35.6%) of all Medicaid spending despite the fact that LTSS recipients represent a relatively 
small share of the total Medicaid population. An estimated 4.2 million Medicaid beneficiaries (or 
6.4%) of the 66 million total enrolled Medicaid population received LTSS in FY2010. 2 In other 
words, 6.4% of those enrolled in Medicaid accounted for over one-third of total program costs. 



Medicaid funds LTSS for eligible beneficiaries in 
both institutional settings and home and community- 
based settings, though the portfolio of services 
offered differs substantially by state. Federal law 
requires that state Medicaid programs cover certain 
LTSS for eligible beneficiaries, such as nursing 
facility care. Flowever, states have a range of options 
that allow LTSS coverage of home and community- 
based services (FICBS) for Medicaid beneficiaries 
based on need, and that allows states to target such 
coverage to particular groups of individuals (i.e., older adults and individuals with physical 
disabilities, or individuals with a specific disease or condition such as HIV/AIDS). These 
flexibilities under Medicaid law have led to widespread variation in state Medicaid LTSS benefit 
packages offered to elderly and disabled individuals. 

One important issue for Medicaid LTSS coverage is its perceived “institutional bias.” The original 
1 965 Medicaid law established that eligible Medicaid beneficiaries are entitled to nursing facility 
care. In more recent decades, federal Medicaid statutory authority has expanded to assist states in 
increasing and diversifying their Medicaid LTSS coverage to include optional HCBS. For 
example, the addition of the Section 1915(c) HCBS waiver to Medicaid law in 1 98 1 3 and 
subsequent statutory amendments that created new Medicaid state plan benefit options have 
allowed states to further the provision of HCBS. Subsequent legislative and administrative 
activities to expand Medicaid HCBS, in part, were prompted by the U.S. Supreme Court decision 
in Olmstead v. L.C., 4 which held that the institutionalization of people who coidd be cared for in 
community settings was a violation of Title 11 of the Americans with Disabilities Act (ADA). The 
Patient Protection and Affordable Care Act (ACA, PL. 111-148, as amended) further adds to the 



What Are Long-Term Services 
and Supports? 

Long-term services and supports (LTSS) refer to 
a broad range of health and health-related 
services and supports needed by individuals who 
lack the capacity for self-care due to a physical, 
cognitive, or mental disability or condition. Often 
the individual’s disability or condition results in 
the need for hands-on assistance or supervision 
over an extended period of time. 



1 Based on CRS analysis of National Health Expenditure Account (NHEA) data obtained from the Centers for 
Medicare & Medicaid Services (CMS), Office of the Actuary, prepared December 16, 2012. For further information on 
LTSS financing, see CRS Report R42345, Long-Term Services and Supports: Overview and Financing, by Kirsten J. 
Colello, Janemarie Mulvey, and Scott R. Talaga. 

2 Medicaid and CHIP Payment and Access Commission (MACP AC), Report to the Congress on Medicaid and CHIP, 
June 14, 2013, pg. 102. 

3 Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35). 

4 527 U.S. 581 (1999). For further information on Olmstead v. L.C., see CRS Report R40106, Olmstead v. L.C.: 
Judicial and Legislative Developments in the Law of Deinstitutionalization. 
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